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Decision No. 67823

BEFORE THE PUELIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTA'

In the matter of the application '

of VILLAGE WATER COMPANY for an Application No.. 46869
order authorizing the issuance Flled July 31, 1964
by 1t of 22,000 ghares of its

common stock.

CPINION

In this application, Village Water Company requesta
an order of the Commission authorizing 1t (1) to issue 22}000
shares of common stock having an aggregate par value of $550,000,
and (2) to issue a $108,000 note for the purpose 6f'evidenc1ng an
indebtedness of like amount'for-which notes were previousiy'issted,

through inadvertence, without Commigsion authority.

Applicant 1s a Calidfornia corporation engaged in business
as a public utility providing water service to consumers locatediin
southern Ventura County. Its 1963 annual report to the'Comm;ssion
shows gross operating revenues of $168,293 and a net l088 of 
$43,277 for the year, and 1,275 active sefvice connectiéns,
exclusive of private fire connections and public firé hydrants,
at December 31, 1963. The balance sheet, attached~tovthe~a§p11-'
cation as Exhibit B, indicates that as of March 31, 1964, the
company's assets totaled $2,501,482 and that 1ts capitalization,
excluding $144,166 for contributions in aid of construction, as -

recorded and as adjusted to give erreét to the proposed'financing
1s as follows: |
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March 31, 1964 Pro Forma

Amount Percent Amount Percent

Demand notes payable %o

affiliated companies §$ 966,000 L3 $ 765,957 35%
Miscellaneous long-~term

debt 378,159 17 28,202 1
Advances for comstruction 375,720 17 375,720 17
Common. stock equity 501,474 _23 1,051,474 _47

Total $2=221=353? 10 §2‘221=35 : 1og§

The application shows that the company's Articles of

Incorporation authorize 40,000 sharves of capital'atéck, of which
23,121 shares are outstanding} that applicant 1s cﬁrrently;cona o
ducting & program of financlal planning which includgs an increése
in 1ts authorized capital stock; and that the basic objective of
this proceeding 1s to strengthen the corporation's equity position.
The utllity alleges that & stronger common stock equity‘would
enable 1t to negotiate successfully for future borrowings frqm

financial institutions and would permit 1t to execute additional

main extension advance contracts.

Applicant proposes to issue 22,000 shares of common
3tock having an aggregate par value of $550,000 In exchange for
outstanding indebtedness owed to arfiliates and gene:ally
classified in the application as follows: '

(a) Miscellaneous long-term debt - $349,957.17
Assumed upon acquisition of water
systems from affiliated interests
pursuant to Commission Decision
No. 62583, dated September 19, 1561,
in Application No. 42911. ,

(b) Demand notes and open account indebtedness - 52,042.83
Borrowings used for general corporate
purposes.

(¢c) Renewed short-term notes - 108,000.00
Proceeds utilized for plant additions.

Total gggo;000;oo,
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The Commission has congldered this matter and finds that:
(1) the proposed stock issue 1s for a proper purpose; 1(2) appii-
cant plans to use a portion of 1ts proposed stock 1ssue to liQuidate
the indebtedness for which it seeks authority to lssue a $108,000
note; (3) applicant's Articles of IncorporationAdOnnot‘permit the
issue of the total amount of stock 1nvolvédlin this proceeding;
(4) the money, property or labor to be procured or paid for-By'the
issue of stock herein authorized is reasonably required for the

purpose specified herein; and (5) such purpose 1s not, in whole

or Iin part, reasonably chargeable to operating expenses orftof

income.

On the basis of the foregoing findings we conclude that
the application should be (a) dismissed with respect to the
$108,000 proposed note issue and (b) granted in all other respecté,
subJect to the £iling of an appropriate amendment to applicant'’s
Articles of Incorporation. A public¢ hearing 1s not necessary.

In issuing our order herein, we place applicant and its
shareholders on notice that we do not regard the number of 3hares ‘
outstanding, the total par value of the shareé nor the.dividénds
pald as measuring the return appllicant should be allowed to-earn
on its investment in plant and that the authorization herein given
iz not to be construed as a finding of value of applicant's stock’
or properties nor as indicative of amounts to be included in pro-

ceedings for the determination of Just and reasonable rates.




QRDER
IT IS ORDERED that:

1. Village Water Company, on or after the effective
date hereof and on or before December 31, 1964, may issue not to
exceed 22,000 shares of its common stock having an aggregate par

. value of $550,000 in exchange for a like amount of outstanding
indebtedness as set forth in the application. |

2. Village Water Company shall file with the Commission
a report, or reports, as required by General Order No. 2&-3, which
order, insofar as applicable, 1s hereby made a part of this order.

3. This application, insofar as it seeks authority to
Lissue a $108,000 note, Is dAilsmissed. '

L., This order shall become effective when Village Water
Company has filed with the Commission a certified copy of an
Amendment of 1ts Articles of Incorporation authorizing the 1aaﬁance
or at least 45,121 shares of $25 par value common stock.

Dated at _San Franclisco » California, this
19 "™ qay of SEPTEMBER , 1964,
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